
Joel E. Lubin
Regulatory Vice President
Government Affairs

July 1T 1996

Mr. William F. Caton
Acting Secretary
Federal Communications ()mmission
1919 M Street N.W., Roar I 222
Washington, D.C 20554

Re: Ex Parte CC Docket No. 96-98 -
Implementation of he Local Competition
Provisions of the T,~lecommunicationsAct of 1996

Dear Mr. Caton:

Room 5460C2
295 North Maple Avenue
Basking Ridge, NJ 07920
908 221-7319
FAX 908 221-4628

EX PARTE OR LATE FILED

On July 16, 1996, met with Greg Rosston of the Commission's Staff to discuss
AT&T's public position on avoided costs for resold local services.

Further, in respons" to a request from the Commission Staff, AT&T has used data
from publicly available RBDC ARMIS reports to calculate an overall avoided cost
discount for each of the RBOCs, as well as an aggregated avoided cost discount for all
RBOCs. The attached dol. ument sets forth the results of these calculations. These
calculations are less compl ~x or refined than those used in AT&T's Avoided Cost Model
(the "Model"), documenta ion of which was filed with the Commission as Exhibit E to the
Reply Comments of AT&,' Corp in CC Docket No 96-98, because the Model assigns
ILEC revenues and expemes to, and determines an avoided cost discount for, each offive
ILEe lines of business: A ;cess; Miscellaneous; Private Line; Toll and Local.
Nevertheless, these overal RBOC calculations result in avoided cost discounts ranging
from 31% to 44%, and th, s validate the Model's methodology
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Two copies of this "Jotice are being submitted to the Secretary of the Commission
in accordance with Section 1.1206(a)(l) of the Commission's Rules. Because my meeting
with Mr. Rosston occurred ate in the day on July 16th, this Notice is being filed on the
next business day

/ Sincerely. 1/ ·
)~ ,- ,-----

••. - " \". /tx~{~
/ /" / ' .......

/ "I //

Attachment
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AVOIDED COST CALCULATIONS

In its calculations, AT&T started with total RBOC revenues (from the RBOC's
ARMIS reports) and subtracted those revenues not subject to discount, i.e., access
revenues and miscellaneous. AT&T then identified those direct expenses which are not
applicable to the RBOCs provision ofwholesale services, i. e., Uncollectibles (Account
5300), Marketing Expense (Account 6610), Customer Service Expense (Account 6620),
and Operator Systems Expense (Account 6220), plus a portion ofOperations Testing
(Account 6533) and Operations Plant Administration (Account 6534), and considered
these costs to be avoided.

AT&T then identified indirect expenses associated with the following ARMIS
accounts: Network Support (Account 6110); General Support (Accounts 6120);
Executive and Planning (Account 6710) and General and Administrative (Account 6720).
As shown on the Indirect Expense Worksheet, Depreciation Expense from Account 6560
for General Support Assets .and Operator Systems was also identified by determining the
ratio ofTotal Land and Support Assets and Operator Systems Assets, respectively, to
Total Plant in Service from ARMIS 43-02, and applying that ratio to the RBOC's
depreciation expense shown in Account 6560.

The expenses for Operator Systems depreciation were considered totally avoided.
The other indirect expenses generally support all services, and, while not attributable to
any particular service, they do in fact change as the overall level of services changes.
These indirect costs were deemed avoided in proportion to the amount of direct costs that
were avoided. As demonstrated by the regression analysis filed in this proceeding at the
Commission's request on June 28, 1996, a statistically significant and proportionate
relationship exists between growth in direct costs and growth in indirect costs. For each
RBOC, the ratio of avoided direct costs to total direct costs shown on the Indirect
Expense Worksheet was applied to these indirect costs to determine the avoided indirect
costs.
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AcCOWlt ca.egory Am.rI1e<:n Sell Adantl< BtII SGuth NYNEX PacTel USWEST slIIe.u AlRBO~ '..0
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To'al Reguillted Opentlng R....na... S 10,49S,3l5 $ 10,891,8S0 $ 13,633,4'\2 $12,032,413 $ 7,783,929 $ 1,024,090 $ a,oI~,147 $ 72,311,225 r ~J..
Prior to Unc:olle<:lIbIM Adjust .t>.

5080 10eaJ N8IworkAcceSi Rav, Inc. EUCl. iii 2,816,571 S M97,534 $ 4,181 ,256 $ 3,567,961 $ U15,349 $ 3,124,701\3 S 3,086,6&8 :$ :22,570,()82
en

5~O MleoeIlllM01JS R8Y8I'1ull$ $ 615,aI3 S 803,638 $ 1,006,835 $ 697,'i!J7 $ 302.104 $ 316.373 $ 261,290 $ 3,862,058
iotal Rev. Not SulClctlo Dlaoolln. $ 3,432,314 $ 4,001,110 $ 6,2C7,89'1 $ 4,265,168 $ 2,717,413 $ 3,4W,116 $ 3,321,956 $ ~,432,140 n
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R....nu... rill 01 Acces. II. MIte.•• S 7,060,941 $ U90,680 $ a,4~,521 $ 7,167,305 $ 5,056,476 $ 5,843,974 $ 5,124,189 $ 45,818,_ <:

Avoided Dlr41cl Retllli exptnHS; "'es!lJtalliKll1t1U,",,,," '." ...1"".
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S300 Uncaflectlbl.1 $ 127,_ • 134,287 $ 116,023 $ 161,134 $ 114,388 $ 71,021 • i,),IJV ~ f~J,tl'"

6610 "'-rkltlng Explnl' $ ~9,110 S m,25~ $ 514,180 $ 547,~17 $ 421,09li S 3508,817 $ 230,183 $ 2.9-12,31'6
il611 Prtl~ Manag8TIenf $ 162,719 $ 102h16 $ 124,659 $ 24U01 $ 117.562 $ 11)6,2<65 $ 39,~7 $ 903,849

:..--j

p
6612 SallIS S 239,891 $ 196J16 $ 2.ilO,527 S 207,860 $ 244,1110 :$ 196,735 $ 136,493 $ 1J51~,1~ .. ,
6613 Adlfertia~ $ 117,180 $ 45,921 $ 1l9.774 $ 90,0166 $ 6$,624 $ 53,837 $ 54,823 $ 525,400 ,il
a620 S.rYlas Exp.... $ t ,184, 1SO $ 1,085,514 $ 1.1~2,915 $ 1,181,271 $ 92t,136 $ !l31,&78 S a74,173 $ 7,~,O35

~

66:U Cd ClIRpl8llon :$ n,3~9 $ btl 085 $ 67,841 $ 92,853 $ 80,045 $ 52.~6 S 12,714 S 507,269 '.8622 Numb.. Sell/ic. $ 209,358 $ 27Q294 $ ~~,065 $ 006,891 $ 213,548 $ 125,498 $ ~1 ,616 $ 1,44I4,2?O
..~

66~ Cuslomer SBMCIIS $ 897.453 $ 122)35 $ 917,003 $ S81,127 $ S35,54:l $ 663,852 $ 56Q,783 $ 5,217,4G6 -Q
!l22t'l Operator System.Expense $ 6,103 $ 5,229 $: 24,481 $ 312 $ 17.912 S 1~ $ 14,226 S &7,485 ~
&5a3 Operations T.IIn...• $: 29,1111 $ 26,437 $ 42,006 $ 54,.72 $ 33,027 $ 22,9JO S ~.m S 247,320 ,j
6544 Opara1lo". Plant Mtm~'" $ 45,624 $ '7,662 $ 82,410 $ 48,491 S 44,81)4 $ 63,208 $ 30,142 $: 3"3,221

Tolll A\IIl1c1td Dlreot ~tIIl EXPllf\lM $ 1,911,402 $ 1,624,3&3 $ 1,9"2,875 $ 1,993,198 $: U6$,lln $ 1.348,106 S 1.260$04 S 11,647,~9

Ratio, Avo lc11d D1ree1 Retail Exp... tc 2.7.07% 23.57'" 23.0&% 211.116% 3U11% 24.32% 24.61% 25.31%
-I

R.venue.. N.t of AcoHt. MI.c. I]

AlIOlded ~dlttQt Ex.....••..
6110 Networtc SUppori $ 6,744 $ 1,813 $ 4,383 $ 3,536 $- 2,931 $ 2,069 $ 2,621 $ 24.200
6120 G.neral support $ 178,a84 $ 193,201 $ 114,878 $ m,Mll $ 111,953 $ 136,59 $ 106,516 $ 1,I34,et1

""• .,. hpnolalort Exp. $ 103,946 $ 11G,902 $ 123,457 $ 08,3S6 $ 121,080 $ 109,:J)1 $ ~5!l6 $ '75&,558
«3.n'lSuppOl't A.ssEIs $ 96,262 $ 110,882 $ 113,2.04 $ 110,436 $ 11',031 $ 105,871 $ 73,068 $ 7Q2,7~9

Opera.lOr SVttema $ 7,883 $ g,070 $ 10,253 $ 7,901 $ ~,023 $ 3,430 $ 9,488 $ 55,649 lj)
r-':"

6710 EXtcut"e .IId PlBnn", $ 13,225 $ 15,532 $ 14,441 $ 22,321 $ 13,929 $ 23,019 $ 17,458 $ 119,924 N
'SI6720 GAl...'al. Admlnlstrati". $ 270,075 $ 295,500 $ 372,0$1 $ 508.B<l5 $ 410,843, $ 252,722 $ 195,661 $ 2,305,696 ~J
.t>.

Totel Awldld indlrllOt expen.. 404,811 $
Ul

$ 172,37S $ 625,946 $ SlI9,m $ 860,188 $ 68&,71& $ 523.781 $ 4,343,010 -J
w
N

Jtatlo of A\'OlJled Indl,..~ EKp 10 ".,ulatal: 8.11% UK 8,18'1(, 11.07% 13.16% 51.4.5% 1.90% 9.47% is)

RtVenJ8, n&t 01 AC$Ms, Mis. Rev•.
Ul

Total AVClldlJd Coli. :s 2,~3,175 S 1,2SD,3~ $ 2.632,129 S 2,853,386 $ 2,232,819 $ 1,171,186 $ 1,1~,716 $ 15,seO,099 0
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• Revenue and expense cIeta derived flllll OOSA~peCl~icAAMIS 43..fJ3 reports OOSA·specUic, 'egulated reven\lllS and 9XperlS15 'NfI6 summtd
to dewlop ~OO level aceoum dlia.

•• [)e1inlion confQrmslo lnat ueed In AT&T's 'Av()tled Cosl' Model
". f)er AT&T's Avoided CO$'! Model, twenl>, PQ"¢8~ of~sbook8d to ltaese accoullls ar8 deemed aVoidBd,
.... lndl1'8ClI expeflS8.S !lVOkled as shown on 'Indirect Elq:len98 Worksl1e81", excepl 10 rOpetatDr S)'S'ems, wllich is t(ltally a'1lO6d9d. Ilvolded IrKHrect e;r;pens96 for acoounts ol~er liIIlltl

::>peralor SysleMs are calculatedas Ihe psodud: oftOlal aoooeni val~ and l1elrdlrect 9lqI81'l$& allccalion fador.

Flatlo ()t Avoided Ca." to R8gulat"
Rwenu., .... 01 Ac:oess, Misc. Revs.

EXPRATI2.XU, 7tf1l98, 2:40 Pt.I
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31.24% 36.14% 44.07% 33,76% 32.&1% 34.86%
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Indlreel &pense WClrl<slleet
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hdlreet Expense WoI1c:slleet r=
I,.....

AcQOUnt SWBell
~]

eat_go!,,;, Amerllech Bell "-lIantic Iklf SO\I'" NYlEX PacTel USWEST I
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IhdlNOt !xptnses: f;egulaMd ftBOC AIlln:;I.'f i..[)
IJl

T~t.l Account V.[\85 ta b. AtloClltlc r ....

6HO "-lWQf'k Support $ 1~,605 $ 6.517 $ 16,~ $ 12.071> $ 6,678 $ 7.850 $ 9.570 0J..
6120 Oennl Support $ 518,553 $ &94.E69 $ 656,255 $ 753.941 $ )49,260 $ 51&,565 $ 318.!M7 .c.

A••/8nabl. Dtp~I"ion EJp.. $ 287,513 $ 407,!il5 $ 435,085 $ 308,146 $ 342,727 $ 40&,131 $ 276,2'7
-.)

Allocated <len'1 Support AssetS $ 279.829 $ 398,505 $ 424,812 $ 3OO,2«i $ 334,7(J3 $ 401,701 IS 2S8,8t9
A1loeated 0p8I1lltDr SY8'eI'llB $ 7,683 $ 9,070 $ 10,253 $ 7,901 $ 8,023 $ 3,430 $ 9,418 T]

8710 Execllflv. end Pfannlnl $ 38,444 $ 55.846 $ 54,191 $ 74,1ile $ ·41,244 $ 81,341 $ 83,747 l]
D

67Z<l Gen••ll. Acttnlnltlf.''''. $ 785,0~ $ 1,062,0494 $ 1,39E,321 $ ·1.889,232 $ '1,216,509 $ 95U8a $ 714,463 3:

Total 1001...01 ~nt8 ""--..... ,'-
.... ~ ~"~?oIl"' ¢ ? 8S7 4Q5 ~ U58,418 S 1971,735 $ 1,453,024

"~

Derlv,tlonot DIp1wcladon Expell•• Allccatloll Faelor:
C-JTOial PIaIl. InS6"Vice (AFNIS 43.02.) $ 27,747.315 $ 32.010.&20 $ 42,~33,966 $ 32,131,2<16 $, 25,946,001 $ 29,975,901 $ 27,683.360 T'

Total LVld and SUppar1 Auels $ 4,183,219 $ 5,200,366 $ 6,<t41,581 $ 4,2:t9,2ge $ 4,891,1J71 $ 5.333.315 $ 4,246,849
'->

OperabrSJStBrn8 $ 114.861 $ 118,~3 $ 145,823 $ 111,556 $ 117,285 $ 46,540 $ 151,022 In
O.-Glldon AIIoaeI'on Falltors

c •."

i.I)

Rdlo SupportlTPIS 15,041% 16.25% 14,07'% 13,1~ 18.1'5% 11.79% 15.34% ~ ~,
Rdio Op SyslTPIS 0.41% 0.37% 0,34% 0,35% (),45'% Q,15% 0,55% 1:

':J
{J

6560 Total Alloeable Oeprecla1ion Expense $ 1,ass, 110 S 2,.401,783 $ ~,OlU88 $ 2,275,670 $ 1775,Z75 $ 2,257,S36 $ 1,739,209 -
15

j
lndr~el ecpe,," Alloc.a~on Fador.

Total CaMs Bl'ld Exp.nse $ 1077,SZJ $ 7,:'33.418 $ 9,733,11e $ 9,293,775 $ 6,481 ,~52 $ 7,021 ,773 S 5,M4,12.9
t.hca6lctlt:J8I $ 127,639 $ 134,237 $ 116,023 $ 181,134 5 114,388 $ 71,G21 $ 73,13(1

1018.1 C&E t U~hc1lb1es $ 7,2.()5,5E6 S 8,0S7,1(115 $ 9.&49,199 $ 9,454,909 $ 6,15095.840 $ 7,{)SI2,799 $ 6,O.57,a
Toeallndlrect E~p&r1'.S $ 1.$4$,210 $ 2,227.\00 $ 2,5~,2{l7 $ 2,837,495 $ 1,958,418 $ 1,971.7f3S $ 1,453,024

1
iJ

1lIlIan1l8: Tolal OIreet Elq)enS& $ 5,556,356 $ 5,84<l,6G5 $ 7.29t.902 $ 6.617,414 $ 4,637,422 $ 5,115,034 $ 4,604,235

Avoidllcl Dlrec! Retl:il ElCPerl8lls $ 1,9H,4fl2 $ 1,624.385 $ 1,94U75 $ 1,99S,1~ $ 1,568,18S $ 1,348,1OS $ 1,2.60,$1)4

AllocallQn Facto! 34.4% 21.3% Z&.K 3CI.I% 3U'% 2&.& 27.4"
(Avoided DlrediTGta Dired)
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